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Monetary Measures in Germany 


In a press release issued March 19, the Deutsche 
Bundesbank stated that, effective April 1, 1959, mini- 
mum bank reserve requirements for liabilities against 
nonresidents have been lowered to the rates prevailing 
for residents. The reserve requirements for foreign 
liabilities imposed up to April 1 were the maximum 
permitted by law—30 per cent against sight liabilities, 
20 per cent against time liabilities, and 10 per cent 
against savings deposits. Effective April 1, the reserve 
requirements will be the same as those for liabilities 
against residents: for sight liabilities, 9-13 per cent 
(according to location and size of credit institution); 
for time liabilities, 7-9 per cent (according to the size 
of the credit institution); and for savings deposits, 
6 per cent. 

Estimates based on the amount of foreign liabilities 
at the end of February indicate that this action lowers 
the total reserve requirements of all credit institutions 
by about DM 350 million; at the end of February, such 
requirements were DM 7,248 million. 


In explaining the new measure, the Bundesbank 
states that it has made allowance for recent changes 
in the foreign exchange balance. The special minimum 
reserve requirements for foreign liabilities were intro- 
duced in April 1957 in order to discourage German 
banks from accepting foreign deposits—and thus to 
check the inflow of foreign short-term money—and to 
skim off, at least in part, the increased liquidity created 
by the inflow of funds from abroad. Recently, and 
especially since the beginning of 1959, there has been 
a net outflow. The short-term foreign balances of the 
banks increased in January and February by DM 1 bil- 
lion, and their short-term foreign liabilities decreased 
by DM 350 million. The original reason for imposing 
special reserve requirements on foreign liabilities is thus, 
to a large extent, no longer valid. From the point of 


view of liquidity, the freeing of DM 350 million of 
reserve requirement balances does not create any great 
problem, especially since the tendencies toward 
increased liquidity have diminished and even ceased to 
exist during recent months. 


In connection with the lowering of the minimum 
reserve requirements for foreign liabilities, the Bundes- 
bank, in agreement with the Ministry of Economic 
Affairs, has been preparing the following steps: aboli- 
tion of the ban on interest payments on foreign deposits 
by German banks; authorization for German banks to 
sell short-term paper to foreign banks; and abolition of 
certain restrictions on the acceptance of foreign short- 
term and medium-term credits. Detailed regulations will 
be issued in the near future. The Bundesbank has stated 
that these various measures are a further step toward 
normalizing money and capital relations with foreign 
countries; nearly all other countries allow interest pay- 
ments on foreign deposits and permit the sale of short- 
term paper to foreign banks without special conditions. 
The adjustment of Germany to the conditions prevailing 
on other leading foreign money markets has been facili- 
tated to a large extent by the adjustment of German 
interest rates to those in other countries. With the rela- 
tion at present existing between German interest rates 
and interest rates elsewhere, it is not likely that the 
abolition of the ban on interest payments on foreign 
deposits will result in a strong capital inflow into Ger- 
many. Furthermore, the Bundesbank could, with the 
monetary instruments at its disposal, check any 
undesired effects on the money market of a substantial 
inflow of capital. 


Source: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt 
March 20, 1959. 


am Main, Germany, 





World Trade 

The value of world exports of manufactured goods, 
which had been lower in the first nine months of 1958 
than in the comparable period of 1957 (see this News 
Survey, Vol. XI, p. 261), recovered slightly in the 


fourth quarter. For 1958 as a whole, the total value 
was estimated at US$41,847 million, 2 per cent less 
than in 1957. 

The U.K. share of world exports, at 18 per cent, was 
only marginally lower than in 1957. The U.S. share 
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fell from 25.4 per cent to 23.2 per cent, but the shares 

of West Germany, France, Italy, the Netherlands, and 

Japan increased. 

Source: The Financial Times, 
March 26, 1959. 


U.S. Development Loan Fund Agreements 

The U.S. Development Loan Fund (DLF) announced 
in March the signing of loan agreements for projects 
in Thailand, Taiwan, the Federation of Malaya, and 
Ecuador. 

Under an agreement with the Metropolitan Electric 
Authority in Bangkok, signed on March 6, the DLF 
will lend up to $20 million to help finance the estab- 
lishment of an electric power distribution system in 
Thailand. This loan is an outgrowth of the Yanhee 
hydroelectric project, toward which the International 
Bank for Reconstruction and Development (IBRD) 
has made a loan of $66 million (see this News Survey, 
Vol. X, p. 89); and the International Cooperation 
Administration also has helped make funds available 
for this project. The DLF loan is to be repaid in Thai 
currency over 20 years, and the interest rate is 5% 
per cent. 

A loan of $686,000 by the DLF to the Land Bank 
of Taiwan was signed on March 18. It will be used 
to help expand Taiwan’s fishing industry. The Bank 
will relend the funds to private individuals and firms 
in the fishing industry. The loan will be repayable in 
Taiwan currency in 4% years, with interest at 5 per 
cent. 

Also on March 18, the DLF signed two agreements, 
each for $10 million, with the Federation of Malaya 
(see this News Survey, Vol. XI, pp. 111 and 258). 
The loan for the development of port facilities is for 
30 years, with interest at 34% per cent, and is repayable 
in U.S. dollars. The loan for the construction of roads 
and bridges is for 10 years; it also is repayable in U.S. 
dollars with interest at 34% per cent. 

The DLF and the Government of Ecuador signed a 
loan agreement on March 23 under which the DLF will 
lend $4.7 billion to help complete the Pan-American 
Highway in southern Ecuador, which is being built 
with assistance from the IBRD. The loan will bear 
interest at 344 per cent and will be repayable in 20 
years, the first half in the currency of Ecuador and the 
remainder in U.S. dollars. 

Sources: Department of State, Press Releases, Wash- 
ington, D.C., March 6, 18, and 23, 1959. 


London, England, 


Europe 


U.K. Exchange Control 


Two further small steps were taken on March 20 to 
give the London foreign exchange and bullion markets 
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more freedom. Transactions on account of invisibles, 
such as capital investment, interest and dividend pay- 
ments, and other service charges, can now be covered 
in the forward exchange market with a limit of six 
months. Hitherto, access to the forward market was 
limited to exchange transactions related to merchandise 
and freight. In the gold market, dealers are no longer 
required to obtain Bank of England permission for 
forward transactions. These steps were accompanied 
by a further improvement in the sterling exchange rate, 
with security sterling reaching a new peak of $2.81 on 
U.S. buying of British securities. 

The decision to allow forward dealings in transactions 
in invisibles should, according to The Times, increase 
the flexibility of the London market and allow investors 
who have regular foreign interest payments due to them 
to offset, by transactions in the forward market, some 
of the expected seasonal changes in sterling. But it also 
means that it will be possible to use forward dealings to 
a greater extent in any future sterling crisis. The so- 
called leads and lags in payments may, therefore, be 
accentuated, but the fact that the authorities have felt 
confident enough to widen dealings in this way is some 
indication of the current strength of sterling. 

The adjustment in the gold market is part of a move 
to put on a regular basis transactions that the Bank of 
England has been approving for some time for the lead- 
ing bullion dealers. Apart from simplifying market reg- 
ulations, the latest official notice drops the requirement 
that all dealings other than spot (that is, with delivery 
and payment within two working days) must have Bank 
of England approval. In practice, of course, approval 
for forward dealings has invariably been given on broad 
lines to the more active bullion firms. But from now on, 
specific permission will no longer be required. This 
apparently does not mean that forward rates for gold 
transactions will be formally quoted in London, but 
dealers will be able to do forward business without 
prior notice. Six months ago, when the movement out 
of dollars into gold was at its height, this new freedom 
might have led to large transactions in the forward gold 
market. But the general impression in the bullion 
market now is that the new move will make little differ- 
ence. At least, London will now be able to offer facili- 
ties in forward transactions equal to those in Switzer- 
land, Belgium, and Canada. 

As of March 26, the maximum amount of sterling 
bauknotes which travelers may take out of the United 
Kingdom was increased from £10 to £20. This change 
enabled the United Kingdom to comply with an OEEC 
recommendation that member countries should permit 
the export of about £18 per person of domestic bank- 
notes. The increase in the amount of banknotes that 
travelers may take out of the United Kingdom applies 
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alike to residents and nonresidents. Residents, how- 
ever, are not permitted to exchange sterling notes out- 
side the sterling area; they may use their money only 
on British ships and aircraft and for expenses in the 
United Kingdom. 

Sources: The Times, March 21, 1959, and The Finan- 


cial Times, March 26 and 28, 1959, London, 
England. 


U.K. Trade 


Final figures for U.K. trade in the first two months 
of 1959 indicate two diverging trends in the trade pat- 
tern. Imports from non-sterling countries fell slightly 
below those in the same two months of 1958, exports 
rose, and the trade deficit with this group was reduced. 
On the other hand, imports from the sterling area 
ificreaséd, exports declined, and the trade balance 
worsened appreciably. 

Data for individual areas show that shipments to 
North America continued buoyant, with increases of 
24 per cent to the United States and 10 per cent to 
Canada; exports to non-sterling countries in the Middle 
East rose by more than 8 per cent; and there was a 
small recovery in U.K. exports to Europe—including 
some of the Common Market countries. But the increase 
in sales to these areas did not quite compensate for the 
47 per cent fall in shipments to New Zealand, the decline 
of 25 per cent or more in exports to South Africa, 
Rhodesia, and Malaya, and the smaller reductions in 
shipments to a number of other sterling area countries. 
In all, exports were 3 per cent lower than in the first 
two months of last year. 

The decline in exports is a result of a slump in com- 
modity prices. Although these prices began to recover 
about the middle of last year, the effect of their fall 
upon the import demand of countries producing raw 
materials is only now beginning to be felt. This is 
possibly a longer time lag than might have been 
expected, and, since the slump in commodity prices 
was drawn out over many months, it would presum- 
ably be overoptimistic to expect any quick recovery in 
exports to the sterling area, even if the United Kingdom 
should provide financial assistance by means of export 
guarantees and other loans. 


Source: The Times, London, England, March 21, 1959. 


Credit Expansion in the United Kingdom 


Quarterly figures of U.K. bank advances published 
by the British Bankers’ Association show that bank 
advances in the six months to February 1959 rose by 
£375 million, or 18 per cent. Advances by the London 
clearing banks increased by £339 million. The expan- 
sion in the three months from November for all the 
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banks amounted to £245 million (easily the largest ever 
recorded in a single quarter). 

Personal borrowers accounted for an important part, 
but far from a major’part, of the expansion. Advances 
to the “personal and professional” group rose by £100 
million—fully 30 per cent—in the six-month period; 
at nearly £437 million, they had all but made good the 
decrease in successive periods of credit restriction. But 
even after the remarkable rebound since last summer, 
the personal and professional group still plays a much 
smaller role in total advances than it did ten years ago. 

Advances to financial groups, notably the hire- 
purchase companies, also increased substantially. Ad- 
vances to hire-purchase companies have more than 
doubled since mid-August, and in February they 
amounted to £59 million. During this period, hire- 
purchase companies also received substantial perma- 
nent finance from the banks. There was a rise of £34 
million in advances to retail trade during the last quar- 
ter, which also reflects an increase in hire-purchase 
credit. According to the Board of Trade, hire-purchase 
and other credit installment business continued to be 
extremely active; the outstanding hire-purchase debt is 
estimated to have increased by £19 million in January, 
raising to £623 million the total debt outstanding at 
the end of that month. The total of the country’s hire- 
purchase debt rose by £135 million in twelve months, 
the major part of the increase occurring during the last 
three or four months. The stimulus provided by the 
ending of restrictions on hire-purchase business was 
bound to have a marked immediate impact, and the 
demand for this kind of credit has reached a higher 
level than most people would have been willing to fore- 
cast three months ago. 

Advances to industry and other trades amounted to 
£100 million. The heavy industries, including steel, 
engineering, shipping and shipbuilding, were especially 
prominent in this group. 

Sources: The Times, March 17, 1959, and The Econo- 
mist, March 21, 1959, London, England. 


Economic Developments in Denmark 

By the middle of 1958 there were some signs of a 
renewed upswing in economic activity in Denmark. In 
the late months of the year, industrial production 
exceeded the previous peak attained in the summer of 
1957; and for the year as a whole the volume of build- 
ing was about 10 per cent higher than in 1957. How- 
ever, agricultural production for the year was about the 
same as in 1957, and Danish shipping was adversely 
affected by the world-wide decrease in freight rates. 
Foreign exchange reserves increased steadily, and at 
the year-end they were some DKr 950 million (US$138 
million) higher than at the end of 1957. 
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The main factor behind this increase in exchange 
reserves was the favorable trend in prices for Danish 
exports and imports. Prices of imported raw materials, 
particularly of iron and steel, and those of fuel and 
feeding stuffs fell considerably, while prices for Danish 
exports, which to a great extent consist of finished prod- 
ucts, remained more or less uaaffected by the setback 
abroad. As industrial wages rose rather less than in 
most other industrial countries, the competitive position 
of Danish industry improved, and the value of industrial 
exports was well over 10 per cent greater than the 
value for 1957. The expansion of exports led to an 
increase in domestic activity. At the same time, the 
rise in domestic demand was limited by the fiscal meas- 
ures that had been adopted in the middle of 1957. The 
accumulation of foreign exchange reserves, however, 
resulted in a substantial easing of the monetary situa- 
tion. The decline in interest rates that followed stimu- 
lated investment activity, especially in building. 

An increase this year in agricultural production and 
a continued expansion of industrial production are fore- 
seen. The increase in exports of industrial products, 
however, is expected to be at a slower rate than in 
1958. The mainstays of future economic policy will be 
further relaxation of the remaining import restrictions, 
especially where liberalization will tend to reduce prices 
and improve the competitive power of Danish industries; 
some restraint in starting new building; and avoidance 
of a further reduction of the budgetary surplus. 

It has been announced that, effective April 1, all 
products that are permitted to be imported without 
licenses from OEEC countries may be imported freely 
from the United States and Canada. This measure 
means that, on the basis of Denmark’s imports in 1953, 
88 per cent of its private imports from the United 
States and Canada are free of controls. This is the 
second time in 1959 that Denmark has eased its restric- 
tions on dollar imports; the first step was taken on 
January 1, when the percentage was raised from 66 
to 70. 


Sources: Politikens Ugeblad, March 15-21, 1959, and 
Meddelelser fra Direktoratet for Vareforsyn- 
ing, March 24, 1959, Copenhagen, Denmark. 


Agricultural Agreement in Sweden 

An agreement valid for six years until August 31, 
1965, tying the income of farmers to that of industrial 
workers, has been reached in Sweden. Each year nego- 
tiations will take place concerning the prices that may 
make it possible for farmers to decrease the gap 
between their income and that of industrial workers 
and to prevent a new gap from developing. The differ- 
ence between the annual average incomes of the two 
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groups as of September 1, 1959 is estimated at 
SKr 3,600; by levying higher import duties on certain 
agricultural products, this difference will be reduced by 
SKr 1,100. It is estimated that the remaining difference 
of SKr 2,500 will be eliminated during the six-year 
period by permitting the farmers to retain the gain 
achieved through rationalization of their farms. 

The size of the import duties to be levied on certain 
agricultural products will depend on annual wages of 
industrial workers, world market prices, and the cost 
level of Swedish farmers. The duties will be adjusted 
according to changes in industrial wages: if wages 
increase by 5 per cent, the duties will be raised in order 
to give the average farmer an equivalent increase in 
income. The duties will also be adjusted for the differ- 
ence between an index of world market prices for the 
most important agricultural goods produced in Sweden 
and an index of the cost level in agriculture. If the 
difference between the two indices exceeds 3 per cent 
for three consecutive months, import duties will be 
adjusted as follows: if world market prices have 
increased by 3 per cent, the duties will be lowered by 
1.5 per cent; if world market prices have fallen by 
3 per cent, the duties will be increased by 1.5 per cent. 
Thus, the duties will be changed in order to keep 
domestic agricultural prices stable. 


Source: Svenska Dagbladet, 
March 21, 1959. 


Stockholm, Sweden, 


Balance of Payments of Finland 

Preliminary figures for Finland's balance of pay- 
ments for 1958 show that the trade deficit of the 
previous two years was replaced by a surplus of 
Fmk 14.4 billion (US$45 million). The value of both 
imports and exports decreased, but the decline was 
considerably more for imports than for exports. Net 
receipts from transportation have been roughly esti- 
mated at Fmk 13.7 billion ($42.8 million), somewhat 
less than in 1957; the decrease was due to the decline 
in freight rates and the fact that part of the tonnage 
was inactive. Net expenditure on investment income 
account totaled Fmk 4.2 billion ($13.1 million), con- 
sisting mainly of interest payments on long-term loans. 
The travel account showed a net expenditure of Fmk 3.4 
billion ($10.6 million). For the goods and services 
account as a whole, a surplus of Fmk 24.4 billion 
($76.3 million) is estimated. 

Drawings on long-term loans amounted to Fmk 10.3 
billion ($32.2 million), and repayments were Fmk 8.8 
billion ($27.5 million). Of the drawings, Fmk 4.5 
billion was from the markka account held by the U.S. 
Government, representing local currency proceeds from 
sales of U.S. surplus agricultural commodities. The 
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remaining drawings on official loans were on credits 
granted by the International Bank for Reconstruction 
and Development before 1958. Drawings on private 
loans totaled Fmk 4.4 billion, as more ample credit 
facilities were made available for imports from a number 
of countries. This was in contrast to earlier years when 
private credits without an official guarantee had been 
obtained almost exclusively for the purchase of ships. 
The surplus from all transactions resulted in a con- 
siderable improvement in the foreign exchange position. 
Short-term assets increased by Fmk 28.2 billion ($90 
million), primarily in accounts held by banks. The 
increase was in both convertible and transferable cur- 
rencies, as well as in clearing balances and other 
bilateral accounts. Short-term liabilities increased by 
only Fmk 0.8 billion ($2.5 million). 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, February 1959. 


Finnish Allocation of Exchange for Travel 

According to a decision of the Bank of Finland, the 
allocation of foreign exchange for travel purposes has 
been increased from Fmk 20,000 (US$62.5) to 
Fmk 40,000 per person for each visit to the other 
Scandinavian countries, and from Fmk 40,000 to 
Fmk 80,000 for each visit to all other countries. Finnish 
residents may purchase only the currencies of the coun- 
tries in which they are to travel. 
Source: Hufvudstadsbladet, Helsinki, Finland, March 24, 

1959. 


Austrian Government Loan 

The amount of the 7 per cent Austrian Government 
bond issue floated on March 23, which was first 
announced as § 1 billion (see this News Survey, 
Vol. XI, p. 297), was later raised to S 1.5 billion and 
finally to S 1.8 billion (US$69.2 million) in response 
to the great demand for these bonds by the Austrian 
credit institutions and the general public. It is reported 
that subscriptions on the first day of issue reached 
almost the full amount of S 1.8 billion, and that sub- 
scriptions were closed on the second day. 

The success of the issue is attributed to the relatively 
high interest rate, the liquidity of the Austrian banking 
system, and certain tax concessions granted to sub- 
scribers. It is believed that bond issues to be floated on 
the Austrian capital market later this year—primarily 
issues of Austrian electric power companies—will carry 
an interest rate of less than 7 per cent. 

Sources: Die Presse, Vienna, Austria, March 5, 1959; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 25, 1959. 


Gold Production in the U.S.S.R. 


Sales of gold by the U.S.S.R. amounted to 2 million 
ounces in 1955, 4.3 million in 1956, 7.5 million in 
1957, and 6 million in 1958. The estimates commonly 
made of U.S.S.R. gold production are substantially 
greater than these figures, and the Financial Editor 
of the Manchester Guardian, in commenting on this 
situation, says that from the way in which exports of 
other metals and of oil from the U.S.S.R. have been 
pushed in the last year or two, and from the suggestions 
that long-term credits are needed to expand trade with 
the West, it might appear that the Russians are at 
least as anxious as the U.K. Government to build up 
their gold reserves. The possibility that U.S.S.R. gold 
production has so far been overestimated is put for- 
ward as an explanation of these trends. Another possi- 
bility mentioned is that it may be intended to build up 
a closed financing system for the Soviet bloc based on 
a ruble with a gold parity. 

Source: The Manchester Guardian, Manchester, Eng- 
land, March 11, 1959. 


Czechoslovakia’s Budget 


The Czechoslovak national budget for 1959, which 
has been approved by the National Assembly, pro- 
vides for receipts of 96,230 million korunas and ex- 
penditures of 95,913 million korunas. The total budget 
is 9.3 per cent higher than that for 1958. It is estimated 
that 85 per cent of the revenue will come from the 
socialist sector of the economy, primarily from indus- 
try, and that individual income taxes will provide 11.7 
per cent of the expected income. 

Investment in the national economy will absorb 
47.7 per cent of total expenditures; it will be further 
advanced by individual plants, whose investments from 
their own resources will total 12,000 million korunas. 
Expenditures for health, education, and social security 
account for about 40 per cent of the total, expenditures 
for defense and security for 9.2 per cent, and expendi- 
tures for administration and the judicial system for 
3.1 per cent. 


Source: Prague News Letter, Prague, Czechoslovakia, 
March 7, 1959. 


Middle East 


Oil Production in Iraq 


The Basra Petroleum Company has announced the 
start of construction of a deep-water terminal in south- 
ern Iraq which would berth simultaneously two 65,000- 
ton tankers with a combined loading rate of 8,000 tons 
per hour. When this terminal and the installation of 
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pipelines connecting the terminal to adjacent producing 
fields are completed, it is expected that oil exports from 
southern Iraq will increase from the current rate of 12 
million tons per year to 20 million tons. The installa- 
tions are expected to cost ID 25 million (US$70 mil- 
lion) and are to be completed early in 1961. 

Source: Middle East Economic Digest, London, Eng- 

land, February 20, 1959. 


Iraqi Trade Agreements 

The texts of Iraq’s trade agreements of December 
1958 with Rumania and India, which have now been 
published, show that these agreements, like others re- 
cently concluded, provide for most-favored-nation 
treatment. In addition, the agreement with Rumania 
provides for the setting up of a mixed commission, and 
it stipulates that the value of Rumania’s imports from 
Iraq must not be less than 25 per cent of the value of 
its exports to Iraq. A technical and scientific agree- 
ment was signed at the same time. The agreement 
with India does not set limits to, or proportions for, 
trade exchanges between the two countries; Indian ex- 
ports to Iraq are to include textiles, tea, engineering 
goods, diesel engines, textile machinery, motorcars, 
electrical goods, and appliances. Iraqi exports would 
be mainly agricultural goods, particularly dates. 

Two agreements on trade and technical cooperation 
between Iraq and Bulgaria were concluded in February. 
Iraq will export dates, cotton, oil, and skins, against 
imports of textiles, pharmaceuticals, diesel engines, 
machinery, and equipment. 


Source: Middle East Economic Digest, London, Eng- 
land, February 20, 1959. 


Far East 
U.S. Assistance fo India 


Under three agreements signed in New Delhi on 
March 18, the United States will lend approximately 
Rs 950 million (US$199.4 million) and will grant 
approximately Rs 59 million ($12.5 million) to India 
for 14 river valley schemes contained in India’s Devel- 
opment Plan. This assistance, which is from rupee 
counterpart funds arising mainly from the sale of wheat 
and other U.S. surplus agricultural commodities under 
Public Law 480, will be available to meet domestic 
expenditure on selected irrigation, power, and flood 
control projects in the public sector. The loan is for 
40 years, with repayment in dollars or rupees at the 
option of India. The rate of interest is 3 per cent per 
annum if repayment is made in dollars, and 4 per cent 
if repayment is in rupees. 
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Sources: The Times, London, England, March 19, 
1959; The Washington Post and Times- 
Herald, March 19, 1959, and Information 
Service of India, Indiagram, March 20, 1959, 
Washington, D.C. 


New Finance Corporation in Thailand 


A finance corporation is to be set up in Thailand 
to replace the Bank for Industry, which is to be 
liquidated. The purpose of the new corporation is to 
help establish new industries or to give assistance to 
industries already in existence. The corporation’s capi- 
tal, which is to be provided from private sources, will 
be 20 million baht, of which 25 per cent will be paid 
up at the beginning of operations. The U.S. Interna- 
tional Cooperation Administration will provide, free of 
interest, long-term loans up to three times the amount 
of paid-up capital, and it will also provide technical 
assistance. 


Source: The Bangkok Post, Bangkok, Thailand, Jan- 
uary 24, 1959. 


Taiwan's Foreign Trade 


Trade statistics released by the Foreign Exchange 
and Foreign Trade Commission, based on the Bank 
of Taiwan’s foreign exchange settlement figures, show 
that Taiwan’s trade surplus in 1958 amounted to more 
than US$36 million, compared with about US$30 
million in 1957. Exports totaled $164 million, with 
sugar and rice accounting for $113 million, or nearly 
69 per cent. Imports totaled more than $127 million; 
industrial and agricultural materials, crude oils, ores, 
and metals accounted for nearly 58 per cent of total 
imports, and capital goods and consumer goods each 
accounted for 21 per cent. 


Source: Bank of Taiwan, Report on Foreign Exchange 
Business, Taipei, Taiwan, December 1959. 


United States and Canada 


U.S. Balance of Payments 


U.S. international payments in the fourth quarter of 
1958 amounted to $6.8 billion, and receipts were $6 
billion. The excess of payments was less than in either 
of the two previous quarters, mainly because of the 
receipt in December of the interest and amortization 
due on the postwar loan to the United Kingdom. After 
adjustment for this and other seasonal factors, net 
payments (almost $1 billion) were about the same as 
in the second and third quarters. The gold outflow in 
the fourth quarter amounted to $350 million, compared 
with the high figure of more than $1 billion in the 
second quarter. Dollar holdings of countries abroad, 
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which had increased by $27 million in the second. 


quarter, rose by $444 million in the fourth. Sales of 
gold continued to decline in early 1959. 

Merchandise imports, seasonally adjusted, rose in 
the last quarter of 1958 to an annual rate of $13.8 
billion, $0.4 billion above the peak in the second half 
of 1957. Most of the rise was due to larger purchases 
of machinery and vehicles, iron and steel mill products, 
and other producer and consumer durable goods. These 
imports were one-third higher than in the last quarter 
of 1957, in part owing to increases in incomes and con- 
sumer expenditures and, in the case of imports of steel 
and capital goods, to larger business expenditures. To 
some extent, however, the increase reflects changes in 
domestic consumer preferences and in the competitive 
position of foreign products. These changes were in- 
tensified in 1958 and were largely independent of the 
cyclical upswing. 

The 1957-58 decline in imports was considerably 
less, and the return to the previous high level was con- 
siderably faster, than in the 1953-54 recession. At 
that time, with rising prices, it was 24% years before 
the preceding peak in imports was exceeded; during 
the more recent recession, a similar change occurred in 
five quarters although prices were declining. 

For 1958 as a whole, net payments amounted to 
$3.4 billion. In 1957, when exports were unusually 
high following the Suez crisis and investments abroad 
were at a peak, there had been net receipts of $0.5 
billion. Merchandise exports fell by $3.1 billion in 
1958, while imports decreased by only $350 million. 
The net outflow of private capital, at $2.9 billion, was 
$300 million less than in 1957; a decline of $1 billion 
in direct investment was largely offset by an increase in 
purchases of foreign securities. Government aid was 
about the same as in 1957. 

After the first quarter of 1958, receipts, seasonally 
adjusted, rose somewhat, mainly as a result of higher 
income from U.S. investments abroad and of increases 
in various service transactions; exports were virtually 
unchanged, and for the year as a whole were 16 per 
cent less than in 1957. During the early part of 1958, 
the decline was particularly large for exports of agri- 
cultural products, coal, petroleum, copper, iron and 
steel mill products, and scrap. During the second half 
year, exports of agricultural products other than cotton 
rose, but shipments of coal, petroleum, and iron and 
steel mill products continued low. Exports of ma- 
chinery and vehicles were considerably less than in 
1957, with the largest declines occurring in construction 
machinery, tractors, miscellaneous industrial machinery, 
automobiles, and civilian aircraft. January 1959 ex- 
ports were 8 per cent below those in January 1958, 
and the outlook is for no early recovery. 
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The decline of $1 billion in direct investments abroad 
affected primarily the petroleum and manufacturing in- 
dustries, especially in Latin America and Canada. 
Unlike 1957, there were no outlays for the purchase of 
oil concessions in Venezuela or for major pipeline 
projects in Canada. Purchases of foreign securities, 
however, were at a postwar high in 1958, with new 
issues largest in the first half of the year and declining 
in the second half as the domestic money supply be- 
came tighter and interest rates rose. Purchases of out- 
standing foreign securities increased steadily during 
1958, stimulated by higher foreign yields, particularly 
of stocks, and by the desire of domestic investors to 
diversify their portfolios. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D.C., March 1959. 


U.S. Discount Rate 


An increase from 2.5 per cent to 3 per cent in the 
discount rate for seven Federal Reserve Banks has 
been approved by the Board of Governors of the Fed- 
eral Reserve System: for the Reserve Bank of San 
Francisco effective on March 12, for Kansas City, St. 
Louis, Richmond, and Cleveland on March 13, and 
Atlanta and Minneapolis on March 16. Approval of a 
similar increase for the Reserve Banks of New York, 
Chicago, Philadelphia, Dallas, and Boston was given 
earlier in the month (see this News Survey, Vol. XI, 
p. 282). 


Sources: Board of Governors of the Federal Reserve 
System, Press Releases, Washington, D.C. 


Discount Rate and Exchange Rate in Canada 


The Canadian discount rate, which is kept % per 
cent above the treasury bill rate, rose from 4.30 per 
cent on March 12 to 4.47 per cent on March 19 and 
to 4.55 per cent on March 26, a new high. From its 
previous high of 4.33 per cent on August 21, 1957, it 
had declined to a low of 1.12 per cent on July 31, 1958, 
when it again started to rise. 

The Canadian dollar, which had recovered to slight- 
ly below US$1.03 in early March, was above this rate 
during almost all of the latter part of the month. On 
April 1, it was US$1.0347. 


Sources: The Globe and Mail, Toronto, Canada, 
March 26, 1959; The Journal of Commerce, 
New York, N.Y., April 2, 1959. 


Latin America 


Venezuela's Exchange Rate 


As from January 31, the selling exchange rate ap- 
plicable in Venezuela to government payments abroad 
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was changed from Bs 3.09 per U.S. dollar to Bs 3.335, 
which differs, by less than % per cent, from the par 
value of Bs 3.35 per dollar applied to all other pay- 
ments. The old rate of Bs 3.09, however, applies to 
payments arising out of obligations contracted before 
March 18, 1958. As a consequence of this change, 
the selling rates for the Venezuelan boliviano have 
ceased to be multiple rates. 


Other Countries 


New Zealand's Wool Exports 


New Zealand’s wool check during the current season 
is expected to fall by about £NZ 12 million, to £NZ 73 
million, according to the Chairman of the New Zealand 
Wool Commission. If prices ruling at the end of Feb- 
ruary should be maintained, the average price for the 
season will be approximately 35d. a pound, or 15 per 
cent below the average in the 1957-58 season. 

Wool production in the 1958-59 season is estimated 
at 505 million pounds on a greasy basis, or 1% per 
cent above last season’s output. Up to March 3, 1959, 
approximately 70 per cent of the total clip had been 
sold. 

Source: The Financial 
March 23, 1959. 


Gold Production in South Africa 


Gold production continued to increase in January 
in both the Witwatersrand and the Orange Free State 
mines; total output in the Union of South Africa was 
1,546,185 fine ounces, valued at £19.3 million. The 
native labor force at the end of January was 351,000, 
the highest since July 1942. 

Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
March 1959. 


U.S. Banks in South Africa 

Two U.S. banks have opened branches in Johannes- 
burg in recent months, the First National City Bank of 
New York in December 1958 and a subsidiary of the 
Chase Manhattan Bank in February 1959. 


Source: The Star, Johannesburg, South Africa, Feb- 
ruary 11, 1959. 


Times, London, England, 


Morocco’s National Bank for Economic Development 

After a thorough investigation of the needs of the 
Moroccan economy for medium-term and long-term 
credit, the Government of Morocco has decided to 
create a National Bank for Economic Development. 
The new Bank will not accept deposits from the public, 
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nor will it handle short-term transactions. As a rule, it 
will not operate in the field of agricultural credit. The 
Bank may on its own responsibility operate in the field 
of development, either directly through loans or partici- 
pations, or indirectly by guaranteeing loans raised by 
industrial enterprises, or by discounting or accepting 
bills covering medium-term loans granted by financial 
institutions. All these operations may be undertaken 
either with or without government guarantee, the 
Bank’s decisions being based on specifically banking 
criteria. The Bank will be systematically advised con- 
cerning the Government’s economic policies, and will 
manage on behalf of the Government any funds remitted 
to it by the Government from domestic or international 
sources for industrial development. It will be charged 
with the responsibility of stimulating and regulating the 
capital and stock market in Morocco. 

The Bank will have an initial capital of 2 billion 
Moroccan francs (US$4.8 million), half of which will 
be subscribed by the Government, the other half being 
reserved for Moroccan and foreign private investors. 


Source: Embassy of Morocco, Press Statment, Wash- 
ington, D.C., March 19, 1959. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, April 1959, shows that in 
January 1959 Argentina purchased US$12.5 million 
under the stand-by arrangement announced on Decem- 
ber 29 (see this News Survey, Vol. XI, p. 210), and 
that a one-year stand-by arrangement for $4.5 million 
was agreed with Honduras (see this News Survey, Vol. 
XI, p. 237). Czechoslovakia also made another semi- 
annual payment of $300,000 in accordance with the 
agreement made in June 1955, after Czechoslovakia 
ceased to be a member of the Fund. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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